SOCIAL BACKGROUND  OF MODERN NATIONALISM
labour and capital could flow freely from one country to the
other. Everybody could go to almost any country without even
requiring a passport and could earn his living there by honest
work. This system of a liberal world economy brought about
a great rise of the national income, and especially of wages.1
No country has profited more under this system than Ger-
many. Her goods could enter Great Britain and her colonies
(though not the Dominions) without paying any customs, while
English goods imported into Germany had to pay duties. Ger-
man trade made stupendous progress in all the markets of the
world. Everywhere Germans owned flourishing industries, banks,
shipping lines, mines and other businesses. German clerks and
employees found well-paid posts in all countries. The liberal
world economy, therefore, secured a very wide living-space to
the German people and its economic rise was not detrimental
to other nations as these too were prospering. Nevertheless, the
German nationalists violently attacked world economy and inter-
national division of labour as a menace to Germany because she
was dependent on the import of foreign goods which might be
stopped in a war. They obviously did not appreciate the eco-
nomic and social benefits which the German people enjoyed
under that system. What they wanted was power, the foremost
rank in the world, by dint of the sword, and they were convinced
that this was also the key to the world's riches.
The pre-war system of protectionism often led to the abuse
of protective tariffs for aggressive purposes. High tariffs enabled
producers to keep prices in the home market high, particularly
by means of cartels, and to use their profits for underselling their
competitors in the world markets by so-called " dumping".
Their losses abroad were more than* counterbalanced by gains at
home, and the conquest of world markets enabled them to pro-
duce on a much bigger scale and at much lower cost. The big
iron industries of Germany have largely attained their tremendous
strength through such methods which, of course, were regarded
as very unfair by the producers in the other countries affected.
They complained that German protectionism not only closed the
German market to them but also helped the German industrialists
to push them back on their own markets. It was not Germany
alone, however, where economic nationalism gained ground. In
the mentality of the nationalists of all nations jealousy of wealthier
nations always played a dominant role. Backward nations were
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